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By Isabel McGibney 
Home Management Specialist 
Family business is a partnership of the hus-
band, wife, and chil~ren. An understanding of the 
laws governing your family business will help you 
hold up your end of the partnership. It is impor-
tant for you to know and understand the meaning 
of common legal terms and when you will need 
the services of a lawyer. A lawyer can interpret 
the law and its terms, and advise you as to alter-
natives, but you must make the decisions. 
Most family business is governed by law, but 
what is law? 
Law is a.set of rules that directs our conduct 
and protects~· our rights. Every person should be 
free to enjoy such rights as life, liberty, personal 
security, personal reputation, and the right to own 
property. The law makes these rights possible. 
Law establishes order. Law determines what 
property we can own, how we own it, our respon-
sibilities in owning it, and how it can be trans-
ferred. 
Laws are made by state and national legisla-
tures. Lawyers interpret them. 
What will become of your property after your 
death? This is a very important question for you to 
answer. Yo~r thoughfulness in providing a will 
and other records may simplify the administration 
of your property or estate. You will want to pre-
vent :financial , ent~nglements and worries for the 
family left behi~d. 
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What is Property? 
Property is a bundle of rights which enables 
you to possess, enjoy and dispose of land and oth-
er possessions. Laws protect your property rights. 
Property is generally divided into two classes 
-real property and personal property. Real prop .. 
erty is the immovable property you cannot take 
with you-land and everything underneath, and 
permanent improvements such as buildings, 
fences, trees, furnace, sink, and other fixtures at-
tached to buildings or the land. 
Crops ready for harvesting may be real prop-
erty, but they are usually considered personal 
property. Therefore, when selling land, your 
agreement with the buyer should specify whether 
the crops ready to harvest go with the land. 
Personal property is considered as movable 
property such as car, furniture, livestock, farm 
equipment, and household goods. Also included 
are intangibles such as life insurance policies, 
stocks and bonds, bank accounts, and negotiable 
notes. 
The responsibilities and rights of ownership 
should be understood by family members. It is im-
possible, without legal training, to know every 
provision of the law regarding real estate. Law-
yers have spent many years in training and prac-
tice for the purpose of serving the needs of your 
community. Their experience will aid you in solv-
ing your problems. Consult them before signing 
papers. They can save you money and grief. 
Owning Property 
There are several ways a person can own prop-
erty. The best way depends upon the family situa-
tion. Legal interests in real property are known as 
estates. 
There are several ways of owning property. 
Sole ownership is the simplest way. That is 
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where the property is in one person's name. You 
can do with it what you please. If you own it sole-
ly, then at your death it becomes part of your 
estate. This is called estate in fee simple. 
Co-ownership is of two types. Tenancy in com-
mon exists when two or more persons each own an 
undivided interest in the property. If one member 
dies, his share becomes part of his estate and goes 
to his heirs and not to the other mem hers of the 
ownership. One owner may dispose of his share 
without the consent of the other owner or owners. 
Joint tenancy exists where two or more per-
sons own the entire property with "survivorship" 
rights. This means that an owner's share, upon 
death, will go directly to the surviving co-owner, 
or owners. If the property is owned by a husband 
and wife and one of them dies, the property goes 
to the survivor, not to the heirs. It is necessary to 
have a "termination" ( termination of interest) 
proceeding in county court and inheritance tax 
must be paid, but full probate is not needed. 
Whether or-not a joint tenancy would be advis-
able for you would depend upon your individual 
situation. It is important to get competent legal 
advice. Discuss-this with your lawyer before mak-
ing a decision. 
Law requires that agreements to transfer 
property be in writing. Do not depend upon any 
other method. 
Another means of holding property is life es-
tate. Under this plan you · are entitled to the use 
and benefits of the property for life. Your rights 
cease at death. As a life tenant you cannot abuse 
the property in such a way that its value is-greatly 
reduced. You may lease your interest to another 
person. Parents often transfer their property to 
their children, but retain a life estate. 
Real estate property may be held in the name 
of one or more persons. (Tenancy in common or 
joint tenancy.) The title is transferred by means 
of a deed. A warranty deed grants, conveys, and 
warrants title. If you have a warranty deed, -you 
guarantee that you have good title, as the deed' 
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states and that you bind yourself to _defend.-the 
title. Sheriff's deed transfers property sold ·under 
mortgage foreclosure-. 
After the transJer of property is completed, the 
deed should be r~corded with the .. ~_ounty clerk 
and recorder at the courthouse. 
A deed may be ·held by a third person until the 
purchaser of the property has fulfilled certain 
conditions such as payment of a mortgage. In this 
case the deed is said to be held in escrow. 
Sign Your Name 
A man or woman should establish a legal sig-
nature such as Paul J. Brown or Jane Smith 
Brown. A married woman may sign Jane Smith 
Brown or Jane S. Brown; Jane E. Brown, or Jane 
Ellen Brown. One signature should be used for all 
legal purposes to avoid difficulty. Jane Smith 
Brown is preferred. If two names are used, it will 
require an affidavit ( sworn statement) to estab-
lish it is one person. 
· A married woman does not use her husband's 
name nor initials in a legal signature. The reason 
is, there can be two Mrs. P. J. Browns in a man's 
lifetime. The courts need to know which one. 
Mortgage 
A mortgage is a pledge of particular property 
as a security for the payment of a sum of money. 
It may apply to real estate or personal property. A 
chattel mortgage is one on personal property. 
A mortgage is a formal contract made out sim-
ilarily to a deed. A note is made out with the mort-
gage. The mortgage is security for the note. The 
property may be taken over by the person holding 
the mortgage if the note is not paid. A mortgage 
should be recorded immediately by the holder. 
This is to protect you in case a second mortgage is 
111ade on the same property. 
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When a mortgage is paid off, you should re-
ceive the mortgage form and the note. The holder 
of the mortgage s-hould · notify . the county office 
that the debt · is paid . and the records are cleared. 
This is satisfaction:'8f-t~e:-:mortgage. You should 
check the county records to see that this is done. 
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